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Title  24 — Housing  and  Urban  Development 

CHAPTER  VIII — LOW  INCOME  HOUSING, 
DEPARTMENT  OF  HOUSING  AND  UR¬ 
BAN  DEVELOPMENT 

[Docket  No.  R-76-399] 

PART  845— PHA  ACQUISITION  WITH  OR 
WITHOUT  REHABILITATION 

PHA  Acquisition  of  HUD-Owned  Properties 
and  Properties  With  HUD-lnsured  and 
HUD-Held  Mortgages;  Interim  Rule 

The  Department  of  Housing  and  Urban 
Development  (HUD)  is  hereby  publish¬ 
ing  interim  regulations  to  amend  Title  24 
of  the  Code  of  Federal  Regulations  by 
adding  a  new  Part  845,  “Acquisition  With 
or  Without  Rehabilitation — Subpart  D — 
PHA  Acquisition  of  HUD-Owned  Proper¬ 
ties  and  Properties  with  HUD-lnsured 
and  HUD-Held  mortgages.” 

Under  this  Subpart  HUD  will  utilize 
$50  million  of  annual  contributions  con¬ 
tract  authority  under  the  United  States 
Housing  Act  of  1937  (Act)  for  assistance 
to  public  housing  agencies  (PHAs)  in  the 
acquisition  and  subsequent  rehabilitation 
or  completion  of  construction,  as  re¬ 
quired,  of  HUD-owned  multifamily  and 
single  family  properties  and  of  multi¬ 
family  properties  with  mortgages  insured 
or  held  by  HUD.  HUD  will  select  HUD- 
owned  multifamily  and  single  family 
properties  to  be  offered,  at  prices  and 
terms  determined  by  HUD,  to  the  appro¬ 
priate  PHA.  HUD  will  also  select  for  the 
same  purpose  multifamily  properties  with 
mortgages  insured  or  held  by  HUD,  after 
consulting  with  owners. 

(Sec.  845.401.) 

Because  of  the  importance  of  this  ap¬ 
proach  in  making  housing  assistance 
more  widely  available  to  lower-income 
families  and  in  assisting  in  the  disposi¬ 
tion  of  the  acquired  property  inventory, 
HUD  has  determined  that  the  public  in¬ 
terest  would  be  served  by  making  the 
provisions  of  Subpart  D  effective  upon 
publication.  Therefore,  HUD  has  found 
that  good  cause  exists  for  making  these 
regulations  effective  upon  publication  on 
an  interim  basis. 

Written  comments  and  suggestions  will 
be  received  until  June  19, 1976.  HUD  will 
make  such  modifications  as  it  deems  ap¬ 
propriate  in  the  final  regulations.  Writ¬ 
ten  comments  should  refer  to  the  docket 
number  and  date  and  should  be  sub¬ 
mitted  to  the  Rules  Docket  Clerk,  Office 
of  the  Secretary,  Room  10141,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street,  S.W.,  Wash¬ 
ington,  D.C.  20410.  A  copy  of  each  such 
communication  will  be  available  for 
public  Inspection  during  regular  business 
hours  at  the  above  address. 

A  description  of  the  principal  features 
of  the  new  Subpart  D  of  Part  845  is  set 
forth  below. 

1.  (a)  In  selecting  the  properties, 
HUD  will  consider  certain  factors  includ¬ 
ing,  but  not  limited  to,  compliance  with 
certain  site  and  neighborhood  standards; 
degree  and  complexity  of  the  rehabilita¬ 
tion  or  completion  of  construction,  as 
required;  feasibility  of  funding  the  trans¬ 
action  under  the  limitations  of  the  Act; 
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feasibility  of  relocating  site  occupants, 
where  applicable;  and  the  administra¬ 
tive  and  operational  capability  of  the 
PHA.  In  considering  HUD-owned  single 
family  properties  in  soft  market  or  hard 
to  sell  areas,  HUD  may  offer  such  prop¬ 
erties  in  combination  with  other  proper¬ 
ties  in  which  the  PHA  may  be  interested. 
(Sec.  845.402(a)  (10).) 

(b)  In  selecting  properties  with  mort¬ 
gages  insured  or  held  by  HUD,  HUD  will 
rank  the  properties  in  the  following 
order:  (1)  subsidized  insured,  (2)  sub¬ 
sidized  with  HUD-held  mortgages,  (3) 
unsubsidized  insured,  and  (4)  unsub  - 
sidized  with  HUD-held  mortgages.  HUD 
will  give  priority  to  those  projects  with 
the  lowest  income  tenant  bodies  and 
highest  rent-to-income  ratios,  and  to 
those  projects  where  a  mortgage  assign¬ 
ment  or  foreclosure  is  anticipated. 

(Sec.  845.402(b).) 

2.  Where  the  PHA  is  interested  in  ac¬ 
quiring  a  selected  property,  the  PHA  will 
submit  to  HUD  an  application  for  a  pro¬ 
gram  under  the  Act  and,  after  approval 
thereof  by  HUD,  a  development  program, 
all  in  accordance  with  the  HUD  pre¬ 
scribed  forms  and  procedures.  Following 
approval  of  the  development  program, 
HUD  will  enter  into  an  Annual  Contri¬ 
butions  Contract  (ACC)  with  the  PHA, 
which  will  include  a  commitment  for 
loan  funds  to  finance  the  acquisition  of 
the  property  and  any  required  rehabilita¬ 
tion  or  completion  as  the  case  may  be. 
(Sec.  845.403-845.406.) 

3.  With  the  funds  made  available  to 
the  PHA  under  the  ACC,  the  PHA  will 
purchase  the  property  at  a  closing  ar¬ 
ranged  by  the  HUD  field  office. 

(Sec.  845.407.) 

4.  The  PHA  will  generally  accomplish 
any  required  rehabilitation  or  completion 
of  the  property  by  contract  after  com- 
petitive  bidding,  in  accordance  with  HUD 
prescribed  forms  and  procedures;  force 
account  may  be  used  only  with  HUD  ap¬ 
proval  under  exceptional  circumstances. 
(Sec.  845.408.) 

5.  Under  §  845.412,  tenants  in  occu¬ 
pancy  will  be  given  a  preliminary  notice 
advising  them  that  the  PHA  Intends  to 
acquire  the  property  pursuant  to  a 
financial  assistance  contract  with  HUD, 
and  stating,  among  other  things,  that 
they  will  receive,  not  later  than  10  days 
following  acquisition  of  the  property, 
either  a  notice  of  their  right  to  continue 
in  occupancy  or  a  notice  of  displace¬ 
ment.  If  a  tenant  moves  after  the  PHA 
has  sent  a  notice  of  displacement,  the 
tenant  will  be  considered  displaced  for 
purposes  of  the  Uniform  Relocation  Act. 
If  the  PHA  has  sent  a  tenant  a  notice  of 
right  to  continue  in  occupancy,  the  fol¬ 
lowing  conditions  will  apply: 

(a)  The  tenant  will  be  assured  of  a 
right  to  occupy  the  same  unit,  or  another 
unit  in  the  same  or  a  nearby  building  in 
the  same  project,  for  at  least  four  years, 
which  unit  must  be  in  decent,  safe  and 
sanitary  condition. 


(b)  The  tenant’s  monthly  housing  cost 
will  be  no  greater  than  if  he  had  re¬ 
mained  in  occupancy  in  the  same  dwel¬ 
ling  unit  under  the  regulations  effective 
for  the  program  which  subsidized  his 
occupancy  prior  to  acquisition  by  the 
PHA. 

<c)  The  tenant  may  be  required  to 
move  temporarily  to  permit  rehabilita¬ 
tion  or  demolition,  but  (1)  only  one  such 
move  may  be  required,  (2)  the  temporary 
relocation  may  not  be  for  more  than  one 
year,  (3)  the  PHA  must  make  available 
a  unit  which  is  in  decent,  safe  and  sani¬ 
tary  condition,  and  (4)  the  PHA  must 
pay  the  actual  reasonable  expenses,  in¬ 
cluding  moving  costs  and  increase  in 
rent,  incurred  in  connection  with  the 
temporary  relocation. 

(d)  If  the  PHA  fails  to  comply  with 
any  of  these  requirements,  the  tenant 
will  be  deemed  to  have  been  displaced 
and  will  become  entitled  to  relocation 
payments  and  assistance  pursuant  to  the 
applicable  HUD  regulations. 

If  the  tenant  is  displaced,  whether 
pursuant  to  notice  or  by  reason  of  PHA 
failure  to  meet  the  required  conditions, 
the  computation  of  any  replacement 
housing  payment  for  rental  assistance 
will  be  based  upon  the  cost  of  renting  a  __ 
publicly  owned  or  subsidized  replacement 
dwelling,  if  available  and  offered  to  the 
displaced  tenant,  which  meets  all  of  the 
requirements  for  a  “comparable  replace¬ 
ment  dwelling”  except  that  it  be  “on  the 
private  market.” 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  finding  of  in¬ 
applicability  of  inflation  impact  state¬ 
ment  requirements  has  also  been  made 
in  accordance  with  HUD  procedures.  A 
copy  of  these  findings  will  be  available 
for  public  inspection  during  regular  busi¬ 
ness  hours  in  the  Office  of  the  Rules 
Docket  Clerk  at  the  address  shown  above. 

Accordingly,  Title  24,  Chapter  Vin  is 
amended  by  adding  a  new  Part  845, 
Subpart  D,  to  read  as  follows : 

Subpart  D  P1IA  Acquisition  of  HUD-Own«d  Prop¬ 
erties  and  Properties  With  HUD-lnsured  and 
HUD-Hetd  Mortgages 

Sec. 

845.401  Applicability  and  scope. 

846.402  Selection  of  properties  by  HUD. 

846.403  Notification  of  PHA. 

846.404  Application  for  low-income  hous¬ 

ing  program  (and  for  prelimi¬ 
nary  loan  where  required), 
preliminary  site  report. 

845.405  Preparation  and  submission  of 

development  program. 

845.406  Approval  of  development  program 

and  execution  of  annual  contri¬ 
butions  contract. 

845.407  Purchase  of  the  property. 

845.408  Rehabilitation  or  construction 

methods  and  standards. 

845.409  Responsibilities  during  rehabilita¬ 

tion  or  construction. 

845.410  Inspection  upon  completion  and 

final  settlement. 

846.411  Warranties. 

848.412  Relocation  of  tenants. 

Attthorjtt:  Sec.  7(d) ,  Department  of  HUD 
Act  (42  UJB.C.  3635(d));  sec.  6(b)  of  the 
UJS.  Housing  Act  of  1937  (42  U.S.C.  1437c 
(b)). 
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Subpart  D — PHA  Acquisition  of  HUD- 

Owned  Properties  and  Properties  With 

HUD-lnsured  and  HUD-Held  Mortgages 

§  845.401  Applicability  and  scope. 

HUD  will  utilize  $50  million  of  annual 
contributions  contract  authority  for  as¬ 
sistance  to  public  housing  agencies 
(PHAs)  in  the  acquisition  and  subse¬ 
quent  rehabilitation  or  completion,  as 
required,  of  HUD-owned  multifamily 
and  single  family  properties  and  of  mul¬ 
tifamily  properties  with  mortgages  in¬ 
sured  or  held  by  HUD.  HUD  will  select 
the  properties  for  such  use  after  consul¬ 
tation  with  the  owners  in  the  case  of 
properties  with  mortgages  insured  or 
held  by  HUD.  Properties  so  selected  by 
HUD  will  be  made  available  to  the  PHAs 
having  jurisdiction  over  the  areas  in 
which  the  properties  are  located  at  prices 
and  terms  to  be  determined  by  HUD  and 
will  be  acquired,  rehabilitated  or  com¬ 
pleted,  as  required,  by  the  PHAs  with 
financial  assistance  under  the  United 
States  Housing  Act  of  1937  (Act)  and  in 
accordance  with  the  provisions  of  this 
Subpart. 

§  845.402  Selection  of  properties  by 
HUD. 

(а)  General.  HUD  shall  select  the 
properties  after  considering  the  follow¬ 
ing  factors: 

(1)  Compliance  with  the  site  and 
neighborhood  standards  stated  in  24  CFR 
881.112  (a),  (b),  (d),  (h)  and  Cl). 

(2)  The  degree  and  complexity  of  the 
rehabilitation  or  completion  of  construc¬ 
tion  necessary  to  place  the  property  in 
acceptable  physical  condition. 

(3)  The  feasibility  of  funding  the  ac¬ 
quisition  and  any  rehabilitation  or  con¬ 
struction  under  the  Act,  Including  the 
limitation  that  the  cost  for  dwelling  con¬ 
struction  and  equipment  shall  not  ex¬ 
ceed  90  percent  of  the  applicable  pro¬ 
totype  cost  published  by  HUD  and  the 
further  limitation  that  the  total  devel¬ 
opment  cost  shall  not  exceed  90  percent 
of  the  imputed  development  cost  of  a 
hypothetical  newly  constructed  low-rent 
housing  project  developed  by  the  PHA  to 
accommodate  the  comparable  number, 
sizes,  and  kinds  of  families  to  be  accom¬ 
modated  by  the  property  in  question. 

(4)  Feasibility  of  relocating  site  oc¬ 
cupants  during  and  after  the  rehabili¬ 
tation,  if  applicable. 

(5)  Whether  the  PHA  has  sufficient 
administrative  and  operational  capabil¬ 
ity. 

(б)  The  likelihood  that  the  unit  of 
general  local  government  would  not  ob¬ 
ject  under  Section  213  of  the  Housing  and 
Community  Development  Act  of  1974 
(HCD  Act) . 

(7)  Results  of  appropriate  environ¬ 
mental  review  conducted  in  compliance 
with  HUD  requirements  implementing 
the  National  Environmental  Policy  Act 
of  1969,  as  amended;  the  likelihood  of 
compliance  with  the  A-95  requirements 
(OMB  Circular  A-95,  January  13,  1976) 
if  applicable;  and  probable  results  of 
Project  Selection  Criteria  evaluation  of 
Application  for  Low-Income  Public 
Housing  (24  CFR  200.700) . 


(8)  If  the  property  is  situated  in  an 
area  that  has  been  identified  by  HUD 
as  having  special  flood  hazards,  the  com¬ 
munity  must  have  entered  the  National 
Flood  Insurance  Program  under  the 
Flood  Disaster  Protection  Act  of  1973 
(42  U.S.C.  4001  et  seq.),  and  the  project 
must  be  covered  by  flood  insurance  under 
that  program  and  meet  any  relevant 
HUD  standards  and  local  requirements. 

(9)  Compliance  with  the  provision  of 
Section  6(a)  of  the  Act  which  requires 
that  “except  in  the  case  of  housing  pre¬ 
dominantly  for  the  elderly,  High-rise  ele¬ 
vator  projects  shall  not  be  provided  for 
families  with  children  unless  •  *  • 
[HUD]  makes  a  determination  that 
there  is  no  practical  alternative.” 

(10)  In  connection  with  HUD-owned 
single  family  properties  in  soft  market 
or  hard  to  sell  areas  (excluding  areas 
which  have  been  identified  as  Urban 
Homestead  areas  under  the  Urban  Home¬ 
stead  Demonstration  Program) ,  whether 
HUD  should  offer  such  properties  in 
combination  with  other  properties  in 
which  the  PHA  may  be  interested.  If  a 
PHA  expresses  an  interest  in  acquiring 
such  properties,  the  field  office  shall  pro¬ 
vide  the  PHA  with  a  list  of  all  such 
properties. 

(b)  Secretary -Owned  Properties.  In 
selecting  properties  the  field  office  may 
initially  place  emphasis  on  multifamily 
properties,  then,  single  family  properties 
and  the  extent  to  which  the  use  of  the 
property  will  help  to  meet  the  needs  of 
the  PHAs.  All  properties  listed  in  the 
Secretary-owned  inventory  are  available 
to  interested  PHAs. 

(c)  Properties  with  Mortgages  In¬ 
sured  or  Held  by  HUD. 

(1)  In  selecting  properties,  the  field 
office  shall  rank  the  properties  in  the 
following  order: 

(1)  Subsidized  insured  projects, 

(11)  Subsidized  projects  with  HUD- 
held  mortgages, 

(iii)  Unsubsidized  insured  projects, 

(iv)  Unsubsidized  projects  with  HUD- 
held  mortgages. 

(2)  Within  these  rankings  priority 
shall  be  given  to  those  projects  with  the 
lowest  income  tenant  bodied  and  the 
highest  rent-to-income  ratios,  to  in¬ 
sured  projects  where  a  mortgage  assign¬ 
ment  or  mortgage  foreclosure  is  antic¬ 
ipated,  and  to  projects  with  HUD-held 
mortgages  where  foreclosure  is  antici¬ 
pated. 

(3)  With  respect  to  those  properties 
which  HUD  proposes  to  select  in  accord¬ 
ance  with  paragraph  (c)  (1)  of  this  sec¬ 
tion,  the  owmers  shall  be  requested  in 
writing  to  advise  whether  they  are  will¬ 
ing  to  consider  a  sale  of  the  property  to 
the  PHA  on  a  negotiated  basis  taking 
into  account  the  amount  necessary  to 
satisfy  the  outstanding  mortgage  indebt¬ 
edness,  including  delinquencies  if  any, 
or  appropriate  portions  thereof  in  the 
case  of  uncompleted  projects.  This  shall 
be  subject  to  the  willingness  of  the  PHA 
to  acquire  the  project  and  the  accept¬ 
ability  of  the  project  from  the  stand¬ 
point  of  meeting  the  cost  limitations 
mentioned  in  paragraph  (a)  (3)  of  this 
section. 


§  845.403  Notification  of  PHA. 

(a)  For  those  properties  which  have 
been  selected  in  accordance  with 
§  845.402.  the  field  office  shall  notify  the 
PHA  in  writing  indicating  that  the  prop¬ 
erty  is  available  and  requesting  the  PHA 
to  advise,  within  a  specified  time,  whether 
it  is  interested  in  acquiring  the  property 
for  subsequent  rehabilitation  or  comple¬ 
tion,  as  required,  writh  financial  assist¬ 
ance  under  the  Act. 

(b)  Upon  receipt  of  an  affirmative  re¬ 
sponse  from  the  PHA,  the  field  office 
shall  invite  the  PHA  (and  owner,  where 
applicable)  to  attend  a  conference  at 
which  the  basic  terms  and  conditions 
shall  be  discussed.  The  PHA  will  be  fur¬ 
nished  with  such  information  and  assist¬ 
ance  as  may  be  needed  for  the  expedi¬ 
tious  preparation  and  submission  to  HUD 
of  an  application  for  a  low-income  hous¬ 
ing  program  and  preliminary  loan,  and 
preparation  and  submission  of  a  pre¬ 
liminary  site  report,  all  on  HUD  pre¬ 
scribed  forms. 

§  845.404  Application  for  Low-Income 
Housing  Program  (and  for  prelimi¬ 
nary  loan  where  required)  ;  prelimi¬ 
nary  site  report. 

(a)  The  PHA  shall  submit  to  HUD  the 
application  for  a  low-income  housing 
program  (and  for  a  preliminary  loan, 
where  required*  and  all  related  docu¬ 
ments,  as  well  as  a  preliminary  site  re¬ 
port,  all  on  HUD  prescribed  forms. 

“Included  with  the  application  shall 
be: 

il  *  A  signed  certification  of  the  PHA's 
intention  to  comply  with  Title  VI  of  the 
Civil  Rights  Act  of  1964,  Title  VHI  of  the 
Civil  Rights  Act  of  1968,  Executive  Order 
11063,  Executive  Order  11246  and  Section 
3  of  the  Housing  and  Urban  Development 
Act  of  1968. 

(2)  A  completed  Affirmative  Fair 
Housing  Marketing  Plan,  if  the  applica¬ 
tion  is  for  five  (5)  or  more  units.  In 
utilizing  preferences  or  priorities  for  the 
selection  of  tenants,  other  than  those 
who  previously  were  occupants  of  the 
project  and  who  will  return  to  the  proj¬ 
ect  upon  completion  of  rehabilitation,  no 
requirement  or  priority  may  be  based 
upon  the  length  of  time  the  applicant 
has  resided  in  the  jurisdiction.  Appli¬ 
cants  who  are  working  or  who  have  been 
notified  that  they  are  hired  to  work  in 
the  jurisdiction  shall  be  treated  as  resi¬ 
dents  of  the  jurisdiction. 

(b)  Promptly  after  receipt  of  the 
material  submitted  in  accordance  with 
paragraph  (a)  of  this  section,  the  field 
office  shall :  > 

(1)  If  the  application  is  subject  to  A- 
95  clearance,  send  a  copy  of  the  pre¬ 
liminary  "site  report  to  the  appropriate 
clearinghouse  for  review  (unless  this  was 
previously  done  by  the  PHA) . 

(2)  For  purposes  of  compliance  with 
section  213  of  the  HUD  Act,  forward  (un¬ 
less  this  was  previously  done  by  the 
PHA)  a  copy  of  the  preliminary  site  re¬ 
port  with  a  brief  description  of  the  pro¬ 
posed  project  to  the  chief  executive 
officer  (or  such  other  designee  as  such 
officer  may  designate)  of  the  unit  of 
general  local  government  in  which  the 
project  is  located. 
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(3)  Review  the  application  and  other 
material  in  accordance  with  applicable 
HUD  procedures. 

(c)  If  the  application  is  determined  to 
be  approvable,  the  field  office  shall  issue 
a  program  reservation  and  approval  of 
a  preliminary  loan,  if  applicable. 

(d)  Promptly  after  execution  of  the 
preliminary  loan  contract,  the  PHA  shall 
obtain  HUD  approval  for  obtaining  legal 
and  architectural  services,  where  such 
services  are  necessary  in  connection  with 
the  project. 

§  845.405  Preparation  and  submission 
of  development  program. 

The  field  office  shall  conduct  a 
Development  Conference  to  discuss  the 
requirements  of  a  development  program 
with  the  PHA  and  those  who  will  partici¬ 
pate  in  the  preparation  of  the  develop¬ 
ment  program.  The  development  pro¬ 
gram  describes  the  basic  elements  of  the 
project  and  includes  a  development  cost 
budget  prepared  on  HUD  prescribed 
forms  in  accordance  with  applicable  in¬ 
structions.  Following  the  Development 
Conference,  the  PHA  shall  prepare  the 
development  program  and  submit  it  to 
HUD  for  its  review  and  approval. 

§  845.406  Approval  of  development  pro¬ 
gram  and  execution  of  annual  con¬ 
tributions  contract. 

The  field  office  shall  review  the 
development  program  in  accordance  with 
applicable  HUD  procedures.  After  the 
development  program  is  approved,  the 
field  office  shall  authorize  and  proceed  to 
accomplish  execution  of  an  annual  con¬ 
tributions  contract.  This  shall  include  a 
commitment  for  loan  funds  to  pay  off 
the  preliminary  loan,  if  any,  and  to  fi¬ 
nance  the  acquisition  and  any  necessary 
rehabilitation  or  completion  of  con¬ 
struction  of  the  property. 

§  845.407  Purchase  of  the  property. 

(a)  The  PHA  shall  submit  a  requisi¬ 
tion  to  HUD  for  sufficient  loan  funds  to 
cover  the  purchase  price  and  other  PHA 
project  expenses. 

(b)  The  field  office  shall  arrange  for 
the  closing  at  which  the  purchase  of  the 
property  will  be  accomplished.  Any  neces¬ 
sary  rehabilitation  or  completion  of  con¬ 
struction  will  be  performed  thereafter  in 
accordance  with  Sections  845.408,  845.409 
and  845.410. 

§  845.408  Rehabilitation  or  construction 
methods  and  standards. 

(a)  Contracting.  Except  as  provided 
in  paragraph  (b)  of  this  section,  the 
PHA  shall  accomplish  the  necessary 
rehabilitation  or  completion  of  the  con¬ 
struction  of  the  property  by  contract 
after  competitive  bidding.  The  PHA 
shall,  prior  to  taking  of  bids,  submit  for 
HUD  approval  the  bidding  and  contract 
documents  prepared  on  the  HUD  pre¬ 
scribed  forms.  HUD  shall  supply  the  PHA 
with  the  current  Davis -Bacon  wage  rate 
determination  to  be  used  in  conjunction 
with  the  bid  documents. 

(b)  Force  Account.  (1)  The  Force  Ac¬ 
count  method,  whereby  the  PHA  uses  its 
existing  staff  or  hires  additional  person¬ 


nel  to  perform  the  work,  may  be  used  in 
exceptional  cases  with  the  approval  of 
the  Field  Office  Director  for  all  the  work 
or  in  combination  with  contracts  for 
units  of  work  which  can  be  better  or 
more  economically  performed  by  an  in¬ 
dependent  contractor.  Force  Account 
work  shall  be  subject  to  Da vis-Bacon 
wage  rates.  The  PHA  must  justify  use 
of  the  Force  Account  method  and 
demonstrate  the  capabilities  of  the  PHA 
to  successfully  implement  the  force  Ac¬ 
count  method. 

(2)  For  purpose  of  this  paragraph  <b) , 
an  exceptional  case  may  be,  but  is  not 
limited  to:  (i)  a  project  or  unit  of  work 
of  unusually  small  size,  or  Cii)  a  project 
involving  properties  requiring  only 
minor  rehabilitation  or  construction,  or 
(iii)  a  project  involving  individual  small 
structures  requiring  major  rehabilitation 
or  construction,  but  where  it  is  necessary 
to  utilize  many  separate  sets  of  detailed 
plans  and  specifications  and  other  con¬ 
tract  documents  and  the  work  of  pre¬ 
paring,  advertising,  awarding  and  ad¬ 
ministering  such  contracts  would  be 
disproportionately  difficult,  time-con¬ 
suming.  and  high  in  cost. 

(c)  Advertising  for  Bids  and  Contract 
Award.  (1)  The  documents  submitted 
pursuant  to  paragraph  (a)  of  this  Sec¬ 
tion  shall  be  reviewed  by  the  Field  office 
and,  if  approved,  the  PHA  shall  be  au¬ 
thorized  to  advertise  for  bids. 

(2)  After  opening  the  bids,  the  PHA 
shall  identify  the  bid  which  in  its  judg¬ 
ment  is  the  lowest  responsible  bid,  and 
the  PHA  shall  submit  its  recommenda¬ 
tion  for  contract  award  to  the  field  office 
for  HUD  approval. 

(3)  The  field  office  shall  review  the 
proposed  contract  award  and  the  mate¬ 
rial  submitted  by  the  PHA  in  connection 
therewith,  and  shall  notify  the  PHA  of 
HUD’s  approval  or  disaproval  of  the 
recommendation  made  by  the  PHA. 

(4)  After  HUD  approval,  the  PHA 
shall  execute  the  construction  con¬ 
tract  (s)  with  the  contractor  (s ) . 

(d)  Rehabilitation  or  Construction 
Standards.  Rehabilitation  or  Construc¬ 
tion  shall  be  in  compliance  with  (1) 
HUD  MINimum  Design  Standards  for 
Rehabilitation  for  Residential  Prop¬ 
erties,  or  HUD  Minimum  Property 
Standards,  as  appropriate,  (2)  in  the 
case  of  congregate  or  single  room  oc¬ 
cupant  housing,  the  appropriate  HUD 
guidelines  and  standards,  (3)  HUD  re¬ 
quirements  pursuant  to  section  209  of 
the  HCD  Act  for  projects  for  the  elderly 
or  handicapped,  (4)  HUD  requirements 
pertaining  to  noise  abatement  and  con¬ 
trol,  (5)  regulations  issued  pursuant  to 
the  Lead  Based  Paint  Poisoning  Preven¬ 
tion  Act,  42  U.S.C.  4801,  and  (6)  ap¬ 
plicable  State  and  local  laws,  codes,  ordi¬ 
nances  and  regulations. 

§  845.409  Responsibilities  during  reha¬ 
bilitation  or  construction. 

(a)  The  PHA  shall  accomplish  com¬ 
pletion  of  rehabilitation  or  construction 
with  all  practicable  dispatch  in  a  sound, 
efficient  manner  without  waste  or  extrav¬ 
agance,  in  strict  accordance  with  the 


contract  documents,  and  in  accordance 
with  the  procedures  and  requirements 
prescribed  by  HUD. 

(b)  The  PHA  shall  at  all  times  re¬ 
tain,  preserve  and  enforce  all  its  rights 
under  the  rehabilitation  or  construction 
and  equipment  contracts  and  under  its 
agreement  with  the  architect  for  services 
to  be  rendered  during  rehabilitation  or 
construction.  The  PHA  shall  not,  without 
prior  approval  of  HUD,  waive,  release, 
compromise,  or  fail  to  enforce  any  right 
or  fail  to  prosecute  any  claim  which  it 
may  have  under  any  such  contract  or 
agreement. 

(c)  The  PHA  shall  designate  a  Con¬ 
tracting  Officer  to  represent  it  in  the  ad¬ 
ministration  of  rehabilitation  or  con¬ 
struction  and  equipment  contracts,  with 
power  to  perform  the  functions  of  the 
PHA  as  required  by  such  contracts.  The 
designation  shall  define  the  scope  and 
limitations  of  the  Contracting  Officer’s 
authority.  The  designation  shall  be  made 
prior  to  the  issuance  of  the  Notice  to 
Proceed,  and  the  Notice  to  Proceed  shall 
include  a  notification  concerning  the 
designation  and  the  name  of  the  Con¬ 
tracting  Officer. 

(d)  (1)  The  PHA  shall  promptly  in¬ 
form  the  field  office  by  direct  wire  of  the 
date  on  which  work  actually  starts  at  the 
site. 

(2)  The  PHA  shall  submit  to  the  field 
office  periodic  reports  and  other  material 
related  to  rehabilitation  or  construction, 
including  copies  of  all  revised  drawings, 
working  sketches,  correspondence,  etc.,  in 
the  prescribed  form  and  number  of  copies 
required  by  HUD. 

(e)  The  PHA  shall  provide  competent 
and  adequate  architectural  and  engi¬ 
neering  inspection  of  rehabilitation  or 
construction.  Such  inspectors  shall  be  se¬ 
lected  by  the  PHA  and  approved  by  HUD. 
The  PHA  shall  promptly  forward  a  copy 
of  each  inspection  report  to  the  field 
office.  This  report  shall  include  comments 
on  action  taken  to  remedy  deficiencies 
disclosed  by  the  report. 

(f)  HUD  representatives  shall  make 
site  visits  from  time  to  time,  and  shall 
make  a  report  to  HUD  of  each  of  their 
visits.  HUD  shall  send  a  copy  of  each  re¬ 
port  to  the  PHA,  with  a  recommenda¬ 
tion  of  the  action,  if  any,  to  be  taken  by 
the  PHA.  The  HUD  report  shall  include 
its  evaluation  of  the  adequacy  of  the  PHA 
inspections  and  the  PHA  actions  with  re¬ 
spect  thereto. 

§  845.410  Inspection  upon  completion 
and  final  settlement. 

(a)  The  contractor  shall  notify  the 
PHA  in  writing  as  to  the  date  when,  in 
his  opinion,  the  contract  work,  or  stage 
when  applicable,  will  be  completed  and 
ready  for  final  inspection.  If  the  PHA  de¬ 
termines  that  the  state  of  the  work  is  as 
represented,  the  PHA  shall  promptly 
notify  the  Field  Office  and  request  HUD's 
participation  in  the  final  inspection.  The 
final  inspection  shall  be  made  jointly  by 
the  representatives  of  the  PHA,  HUD  and 
the  contractor. 

(b)  If  the  inspection  discloses  no  de¬ 
ficiencies  other  than  punch  list  items  or 
items  awaiting  seasonal  opportunity  to 
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comple.te,  the  PHA  shall  submit  for  HUD 
approval  an  Interim  Certifiqate  of  Com¬ 
pletion  which  shall  detail  the  items.  The 
PHA  shall  also  submit  for  HUD  approval 
a  proposed  time  schedule  agreed  to  by 
the  contractor  for  completion  of  the 
items.  Upon  HUD  approval  of  the  In¬ 
terim  Certificate  and  schedule  for  com¬ 
pletion.  the  PHA  may  release  the  monies 
to  the  contractor  less  the  withholdings 
required  by  the  contract.  The  PHA  may 
permit  occupancy  prior  to  PHA  sign-off 
on  all  punch  list  items  and  items  await¬ 
ing  seasonal  opportunity. 

(c)  The  contractor  shall  complete  the 
punch  list  items  and  items  awaiting  sea¬ 
sonal  opportunity  to  complete  in  accord¬ 
ance  with  the  time  schedule  for  comple¬ 
tion  of  the  items  as  approved  by  HUD. 
The  contractor  will  be  paid  for  such 
items  only  after  inspection  and  accept¬ 
ance  by  the  PHA  and  after  HUD  ap¬ 
proval.  The  PHA  shall  not  accept  any 
items  if  there  is  a  dispute  as  to  whether 
such  items  have  been  completed.  If  the 
PHA  is  satisfied  that  the  applicable  re¬ 
quirements  of  the  contract  have  been 
met,  the  PHA  shall  submit  to  HUD  for 
approval  a  Final  Certificate  of  Comple¬ 
tion  and,  upon  approval  thereof  by  HUD, 
shall  release  to  the  contractor  the 
amounts  withheld  respect  to  such  items 
in  accordance  with  the  applicable  pro¬ 
visions  of  the  contract. 

§  815.111  Warranties.  ( 

The  rehabilitation  or  construction 
and  equipment  contracts  shall  specify 
the  warranty  periods  applicable  to  items 
completed  as  of  the  date  of  the  approved 
Interim  Certificate  of  Completion  and  to 
items  completed  after  the  date  of  the 
Interim  Certificate,  and  shall  also  pro¬ 
vide  for  assignment  to  the  PHA  of  man¬ 
ufacturers’  and  suppliers’  warranties 
covering  equipment  or  supplies. 

§  815.412  Relocation  of  tenants. 

(a)  Applicability  of  Uniform  Act.  Any 
tenant  in  occupancy  on  the  date  the  PHA 
acquires  the  real  property  as  part  of  the 
project  and  who  thereafter  moves  or 
moves  his  personal  property  from  the 
real  property  shall  be  considered  a  dis¬ 
placed  person  within  the  meaning  of  the 
Uniform  Relocatoin  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
(Uniform  Act),  (84  Stat.  1899;  42  U.S.C. 
4601  et  seq.,  Pub.  L.  91-646),  unless  the 
tenant  is  permitted  to  continue  in  occu¬ 
pancy  of  a  dwelling  in  accordance  with 
paragraphs  (b)  and  (c)  of  this  section. 
The  relocation  of  any  displaced  person 
shall  be  carried  out  in  compliance  with 
HUD  regulations  appearing  at  Part  42  of 
this  Title,  as  modified  by  the  special  poli¬ 
cies  contained  in  this  section. 

(b)  Preliminary  notice  of  each  tenant. 
Not  later  than  30  days  after  the  date  of 
execution  of  the  applicable  Annual  Con¬ 
tributions  Contract,  the  PHA  shall  issue 
to  each  tenant  a  written  communication 
which  shall: 

(1)  State  that  the  PHA  intends  to  ac¬ 
quire  the  real  property  occupied  by  the 


tenant  and  has  entered  into  a  contract 
with  HUD  under  which  the  funds  neces¬ 
sary  to  acquire  the  property  will  be  made 
available; 

(2)  Inform  the  tenant  whether  or  not 
it  appears  that  he  will  be  required  to  re¬ 
locate  permanently  as  a  result  of  the 
PHA’s  acquisition  of  the  real  property; 

(3)  State  that  the  communication  is 
not  a  notice  to  vacate  the  real  property 
and  that,  if  the  tenant  moves  for  any 
reason,  except  after  being  issued  a  no¬ 
tice  of  displacement  as  described  in  para¬ 
graph  (d)  of  this  section,  he  will  not  be 
considered  a  displaced  person  under  the 
Uniform  Act; 

(4)  Indicate  that  as  soon  as  feasible, 
but  not  later  than  10  days  following  the 
date  of  acquisition  of  the  real  property, 
the  tenant  will  receive  from  the  PHA  an 
appropriate  notice  as  specified  under 
paragraph  (c)  or  (d)  of  this  section,  as 
the  case  may  be  (the  provisions  of  such 
notice  or  notices  as  are  referred  to  shall 
be  generally  described  in  the  communi¬ 
cation)  ; 

(5)  Generally  describe  the  relocation 
payments  and  other  assistance  for  which 
the  tenant  would  be  eligible,  if  displaced 
under  the  Uniform  Act,  including  condi¬ 
tions  of  eligibility  therefor;  and 

(6)  Inform  the  tenant  of  the  policies 
contained  in  paragraphs  (d)(3),  (d)  (4) 
(ii)  and  (d)  (4)  (iiii)  of  this-section. 

(c)  Notice  of  right  to  continue  in  oc¬ 
cupancy.  Not  later  than  10  days  after 
the  date  of  acquisition  of  the  real  prop¬ 
erty,  the  PHA  shall  furnish  each  tenant 
who  will  not  be  displaced  a  written  no¬ 
tice  of  his  right  to  continue  in  occupancy, 
which  contains  the  following  conditions: 

(1)  The  tenant  shall  have  the  right  to 
lease  and  occupy  a  decent,  safe  and  sani¬ 
tary  dwelling  which  is  either  his  current 
dwelling  or  another  dwelling  located 
within  the  same  building  or  nearby 
building  identified  as  part  of  the  same 
project,  for  a  period  of  at  least  four 
years  beginning  on  the  date  of  acquisi¬ 
tion,  or  the  date  the  dwelling  is  placed 
in  decent,  safe  and  sanitary  condition,  or 
the  date  of  termination  of  any  temporary 
relocation,  whichever  is  later,  for  so  long 
as  he  complies  with  the  terms  of  his 
lease  and  the  rules,  regulations  and  pro¬ 
cedures  of  the  PHA.  The  PHA  will  as¬ 
sure  that  at  the  beginning  of  such  4- 
year  period  the  dwelling  is  decent,  safe 
and  sanitary  as  determined  under  the 
housing  quality  standards  set  forth  at 
Sec.  882.109  of  this  Title. 

(2)  The  tenant’s  monthly  housing  cost 
for  the  first  year  of  the  4-year  period,  in¬ 
cluding  rental  payment  and  estimated 
utilities  costs,  shall  not  exceed  his  aver¬ 
age  monthly  housing  cost  for  the  3 
months  immediately  prior  to  acquisition, 
or  longer  period  which  the  PHA  deter¬ 
mines  will  more  accurately  reflect  the 
housing  oost  to  the  tenant.  Thereafter, 
increases  in  the  tenant’s  monthly  rental 
cost  shall  not  be  imposed  more  than 
once  a  year  and  such  rental  cost  shall 
not  exceed  that  which  the  tenant  would 
have  paid  if  he  had  remained  in  the 


dwelling  occupied  prior  to  acquisition  un¬ 
der  the  regulations  effective  for  the 
program  which  subsidized  his  occupancy 
prior  to  acquisition. 

(3)  The  tenant  shall  not  -be  required 
to  move  from  his  dwelling  unless  the 
move  is  necessary  to  permit  rehabilita¬ 
tion  or  demolition.  If  such  move  is  re¬ 
quired  to  be  made,  (1)  not  more  than 
one  temporary  relocation  by  the  tenant 
shall  be  required,  (ii)  the  temporary  re¬ 
location  shall  not  exceed  one  year  in 
duration,  (iii)  the  PHA  shall  make  avail¬ 
able  to  the  tenant  for  the  temporary  pe¬ 
riod  decent,  safe  and  sanitary  housing 
meeting  the  standards  of  §  882.109,  and 
(iv)  the  PHA  shall  pay  actual  reasonable 
expenses,  including  any  moving  costs  or 
increase  in  rent,  incurred  by  the  tenant 
in  connection  with  the  temporary  relo¬ 
cation. 

(4)  If  the  PHA  fails  to  comply  with  any 
requirement  to  which  it  is  committed  in 
accordance  with  this  notice,  the  tenant 
shall  automatically  be  deemed  to  have 
been  issued  a  notice  of  displacement  as 
described  in  paragraph  (d)  of  this  sec¬ 
tion  and  to  be  entitled  to  relocation  pay¬ 
ments  and  other  relocation  assistance 
under  HUD  regulations  at  Part  42  of 
this  Title,  as  modified  by  the  special  pol¬ 
icies  contained  in  this  section. 

(d)  Notice  of  displacement.  To  be  eli¬ 
gible  as  a  displaced  person  for  relocation 
payments  and  other  assistance  under  the 
Uniform  Act,  the  tenant  must  be  issued 
scribed  in  this  paragraph  (d) : 

(1)  Timing  of  notice.  Not  later  than 
10  days  after  the  date  of  acquisition  of 
the  real  property,  the  PHA  shall  issue  to 
each  tenant  wno  will  be  displaced  a  writ¬ 
ten  notice  of  displacement.  The  notice 
shall  be  effective  not  later  than  the  date 
of  acquisition. 

(2)  Contents  of  notice.  The  notice  shall 
state  that  if  the  tenant  moves  himself 
or  his  personal  property  from  the  real 
property  on  or  after  the  effective  date  of 
the  notice,  he  will  be  considered  a  dis¬ 
placed  person  under  the  Uniform  Act 
and  will  be  entitled  to  certain  relocation 
payments  and  other  assistance,  which 
shall  be  generally  described,  including 
the  maximum  allowable  dollar  amount 
or  range  of  each  payment  for  which  he 
will  apparently  be  eligible,  any  condi¬ 
tions  of  eligibility,  and  the  procedures 
for  obtaining  the  payment.  The  basis  of 
the  computation  of  a  replacement  hous¬ 
ing  payment,  as  set  forth  in  paragraph 

(e)  of  this  section,  shall  also  be  fully 
described. 

(3)  Tenant  request  for  notice  of  dis¬ 
placement.  At  any  time  after  the  exe¬ 
cution  of  the  ACC,  a  tenant  believing  that 
he  will  qualify  as  a  displaced  person  un¬ 
der  this  section  may  request  the  PHA  to 
issue  him  a  notice  of  displacement. 
Within  30  days  after  receiving  his  re¬ 
quest,  the  PHA  shall  consider  the  ten¬ 
ant’s  stated  reasons  for  making  the  re¬ 
quest  and  shall  either  issue  a  notice  of 
displacement  or  a  written  statement 
denying  the  request  and  stating  the  rea¬ 
sons  for  denial. 
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(4)  Automatic  notice  of  displacement. 
A  person  shall  be  deemed  to  have  been 
issued  a  notice  of  displacement,  effec¬ 
tive  Immediately  or  on  the  date  of  acqui¬ 
sition,  whichever  is  earlier.  If  the  PHA: 

(1)  Within  30  days  after  the  date  of 
execution  of  the  ACC,  fails  to  issue  to  the 
tenant  the  preliminary  notice  described 
in  paragraph  (b)  of  this  section,  except 
that  subsequent  issuance  of  a  prelimi¬ 
nary  notice  as  described  in  paragraph 
(b)  shall  have  the  effect  of  cancelling 
the  notice  of  displacement;  or 

(ii)  Within  10  days  after  the  date  of 
acquisition  of  the  property,  fails  to  issue 
to  the  tenant  either  the  written  notice 
of  displacement  described  in  paragraph 

(d)  of  this  section,  or  the  written  notice 
of  the  right  to  continue  in  occupancy  de¬ 
scribed  in  paragraph  (c)  of  this  section; 
or 

(ill)  Fails  to  fully  meet  its  commit¬ 
ments  as  set  forth  in  the  notice  of  the 
right  to  continue  In  occupancy  as  de¬ 
scribed  in  paragraph  (c)  of  this  section. 

(e)  Computation  of  replacement  hous¬ 
ing  payment.  If  a  tenant  is  displaced,  the 


computation  of  any  replacement  hous¬ 
ing  payment  for  rental  assistance  under 
§  42.95(c)  (1)  of  this  Title  shall  be  based 
upon  the  cost  of  renting  a  publicly  owned 
or  subsidized  replacement  dwelling,  if 
available  and  offered  to  the  displaced 
tenant,  which  meets  all  of  the  require¬ 
ments  of  the  term  “comparable  replace¬ 
ment  dwelling”  as  defined  in  Sec.  42.20 
(b)  of  this  Title  except  the  requirement 
at  Sec.  42.20(b)  (3)  that  it  be  “on  the 
private  market.”  The  offer  of  an  actual, 
available,  comparable,  subsidized  or 
publicly  owned  unit  must  be  documented 
in  the  relocation  case  file,  if  such  unit 
is  used  for  purposes  of  calculating  the 
replacement  housing  payment. 

(f)  Notice  of  determination  not  to 
acquire.  If,  after  execution  of  the  ACC, 
the  PHA  determines  not  to  acquire  the 
property,  the  PHA  shall  serve  a  written 
notice  on  each  tenant  occupying  the 
property.  The  notice  shall  state  that  the 
PHA  has  determined  not  to  acquire  the 
property  and  that  any  tenant  moving 
from  the  property  thereafter  will  not 
be  eligible  as  a  displaced  person  for  re¬ 


location  payments  and  assistance  under 
the  Uniform  Act. 

(g)  Manner  of  notices.  Any  notice 
which  the  PHA  is  required  to  provide 
under  this  section  shall  be  personally 
served,  receipt  documented,  or  sent  by 
certified  or  registered  first-class  mail, 
return  receipt  requested. 

(h)  Temporary  relocation  costs.  Ac¬ 
tual  reasonable  expenses,  including  any 
oosts  for  moving  or  any  increase  in  rent, 
incurred  in  connection  with  any  tempo¬ 
rary  relocation  carried  out  in  accordance 
with  paragraph  (c)  (3)  of  this  section 
shall  be  borne  as  a  development  cost  of 
the  project. 

(It  Is  hereby  certified  that  the  economic 
and  Inflationary  Impacts  of  this  Interim 
amendment  have  been  carefully  evaluated 
In  accordance  with  OMB  Circular  A-107.] 

Effective  date:  These  regulations  are 
effective  June  9, 1976. 

John  B.  Rhinelander, 

Acting  Secretary  of  Housing 
and  Urban  Development. 
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